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1Evaluating the costs of 
implementing OVC 
programs
(i.e., the ‘cost’ side of 
benefit-cost analysis)
Bruce Larson (Boston University)
2Introduction
“Decades into the AIDS pandemic……relatively little 
information exists to:
1. document the costs of OVC program implementation; 
2. identify the specific outcomes that programs are designed to 
improve upon (measures or indicators of child wellbeing); 
and 
3. measure the impacts of the programs in terms of outcomes 
achieved by delivering the OVC program services.”
(from the overview document for this meeting)
3Lack of information on program costs not new
• “More than a decade into the worldwide 
implementation of HIV prevention work, there is a 
noticeable lack of costing and cost analysis specific 
to this field. 
• There is even less work on assessing the relative 
cost-effectiveness of different prevention
strategies.”
“Costing Guidelines for HIV Prevention Strategies”, UNAIDS, 2000, 
UNAIDS/00.31E (English original, October 2000)
4My perspective on evaluating project costs based 
on range of experience
• Ph.D. in agricultural economics (household-based farming and 
deforestation)
• Economist with USDA Economic Research Service (88-93), with 
year visit at Winrock International in Rosslyn
• HIID, Chief-of-Party on USAID-funded environmental policy 
projects in Estonia, Latvia, and Russia and lead on some 
agricultural projects in Central America and international trade 
in non-EU Mediterranean countries (94-98)
• Agricultural and Resource Economics, Univ. of CT. (Assoc. Prof. 
with tenure 98-2007, also based in Kenya with BU 05-06)
• BU CGHD and International Health (2007 to present)
53 Basic conclusions related to estimating 
project costs to consider for today
(for now, focus on costs of project, not 
yet focused on what project achieves)
6Conclusion 1
• Costing analysis of actual OVC programs is just the 
cost side of benefit-cost analysis for the evaluation 
of projects.
So, the basic procedures (methods/tools) for applied 
evaluation of OVC program costs are no different
than costing analysis for other types of social 
interventions
agricultural projects, water supply projects, HIV 
treatment programs, air pollution control 
projects, poverty alleviation projects
7Conclusion 2
• Reasonable textbooks, guidelines, and “toolkits” 
exist for costing of actual projects.
General: 
See text by Boardman, A. Greenberg, D., Vining, A. and D. Weimer, 
Cost-Benefit Analysis:  Concepts and Practice.
See guidance from the U.S. Office of Management and Budget at: 
www.whitehouse.gov/omb/rewrite/circulars/a094/a094.html
See Asian Development Bank’s Guidelines for Economic Analysis of 
Projects at:  
www.adb.org/documents/guidelines/eco_analysis/default.asp
8Conclusion 2 (continued)
HIV/OVC:
• See “Costing Guidelines for HIV Prevention Strategies”, 
UNAIDS, 2000,  UNAIDS/00.31E (English original, 
October 2000).
• See World Bank “OVC costing toolkit for SSA” at: 
http://info.worldbank.org/etools/docs/library/164047/
index.htm
• See “Costing of OVC Programs”, presentation by Melahi 
Pons, Family Health International, at a World Bank OVC 
Workshop in 2004
9Conclusion 3
• Training, skill, and experience are prerequisites for 
the application of such tools, but
“toolkits” are like “tool boxes”; 
I have a box full of tools at home, but  skill, 
knowledge, and experience is needed to use tools 
safely and usefully.
10
Remainder of this short introduction:
• Typical issues in estimating the cost of a 
project
• Apportioning costs to programmatic areas 
(e.g., OVC PEPFAR indicators 2009) 
– implications for ‘cost-effectiveness’
– implications for developing budget projections
11
What’s the cost of a project?
• cost  the value of resources used to produce a good 
or service (UNAIDS 2000 document);
• cost  the opportunity cost of inputs used to 
implement a project
• benefit  $-value of the impacts of the project (will 
not discuss here)
• terms:  resources=inputs
12
Simple Example
• Consider the following simple agricultural 
production example
– Simple example includes all the same issues found 
with costing OVC projects
13
What’s an input (resource used)?
• Think about an agricultural production function 
during one season, typical inputs:
– purchased fertilizer, purchased seeds, hired labor, 
household owned land (purchased in the past), household 
labor (management, not directly paid). 
• The idea of a production function is that inputs are 
transformed into outputs (say maize and cassava are 
intercropped in same field). 
• So, inputs provide a service during the cropping 
season (whether or not purchased, and regardless of 
when purchased).  
14
What’s an input (resource used)?
• Typical input categories: 
– purchased fertilizer, hired labor, purchased seeds 
are ‘used up’ in the production process;
– land provides a service for the season (but not 
used up, so continue to provide service in future)
– household labor also provides service (not paid a 
wage during cropping season)  
15
Cost of inputs used?
• purchased fertilizer, hired labor, purchased seeds, etc.
– have expenditures on each category (purchase prices times 
quantity purchased)
• land provides a service for the season
– land purchased in past (annual payment on loan), land not 
purchased (could be rented out)
• household labor also provides service (not paid a wage 
during cropping season)  
– opportunity cost of time (could have worked day labor 
elsewhere)
16
Cost of inputs used
1. Direct ‘financial’ expenses ($) during period 
(season, year, etc., if multiple periods, then 
present discounted value)
2. Annual equivalent ($) of the service provided 
by assets/equipment
3. Opportunity cost ($) of unpaid inputs (labor, 
donations)
17
Cost Categories
Annual Financial 
Expenses “Imputed” Total
% Share 
of Total
Buildings 0 500 500 0.14
Equipment 0 400 400 0.11
Vehicles 0 200 200 0.05
Training Staff 0 50 50 0.01
Personnel 200 600 800 0.22
Supplies 300 700 1000 0.27
Vehicle operation and 
maintenance 300 0 300 0.08
Building operation 
and maintenance 300 0 300 0.08
Other supplies 100 0 100 0.03
Total Costs 1200 2450 3650 1.00
Example of an annual “cost profile” of a project
Imputed = annual value of asset services plus opportunity cost of volunteer labor
and donated items
18
More information needed
• For any project costing analysis, eventually nice to 
see such a cost profile.
• Also need to document the details of how individual 
cells in the previous table were created, especially:
– quantity of volunteer time and donated items
– unit cost attached to each
– details of which items actually included in category
19
Choose a perspective for presenting costs
(who’s costs matter, accounting stance) 
• Direct expenses during season:
– purchased inputs during season (seed, fertilizer, 
pesticides, hired labor, etc.)
• Full cost to household (from HH perspective):  
– direct expenses + annual service assets + opportunity 
cost of other inputs
20
Cost from broader social perspective?
• If farmer received donations of fertilizer (then not direct expense 
to household but included in social perspective.
• If government has 20% VAT on purchases, tax revenues are a 
transfer within the economy
– social cost of purchase inputs should exclude VAT payments (social cost 
less than household expenses)
• If external environmental impacts from production (water 
pollution, off-site soil erosion, deforestation), such external social 
costs would be include in a full social accounting
21
Are inputs allocable to specific outputs?
• Some yes – maize seed produces maize, etc..
• Many no – fertilizer, pesticides, labor for land 
preparation and weeding, hoe used for tilling, 
management time, land when intercropping
• So, separate production and cost function for maize 
and cassava do not exist in this context, really joint 
production (economies of scope)
22
With non-allocable inputs, can you 
apportion costs to specific outputs?
• Sure, but useful for what?
23
Example of apportioning costs to specific 
outputs
• Suppose household harvests 100 kilograms of 
maize and 200 kilograms of cassava during 
season, sells at $3 per kilo for maize, $1 for 
cassava, so sales are $500 (3/5 from maize, 2/5 
from cassava).  
• Suppose the household’s costs of production 
are $300 (purchased inputs, annual land value, 
opportunity cost of time).  
24
Suppose you apportion costs to each crop when 
jointly produced?
• if apportion based on a 3/5 and 2/5 maize/cassava 
split based on sales (another could be 1/3 and 2/3 
split based on kilos of output, or another...)
• suggests that $180 of costs created 100 kilograms of 
maize (so cost of $1.80 per kilo of maize)
• suggests that $120 of costs created 200 kilograms of 
maize (so cost of $0.60 per kilo of cassava)
25
What does a unit cost of output tell us?
1. In this context, $300 of costs jointly produced 100 kgs 
of maize and 200 kgs of cassava  (cost outcomes 
analysis).  TRUE
2. In this context, if you apportion costs based on share 
of sales, the cost per unit of output is $1.80 per kilo 
for maize and $.60 per kilo of cassava. TRUE
If you apportion on output quantity (1/3 maize, 2/3 maize, get 
different numbers in (2), so details of apportioning matter.  
Details of apportioning costs should always be provided in 
analysis.
26
What does a unit cost of output tell us? 
3. Is it more ‘cost-effective’ to produce cassava 
or maize? 
Only $0.60 per kilo cassava compared to $1.20 
for maize...
Obviously need to know value because units are 
different (net profits of $1.20 for maize and only 
$0.40 for cassava)
In short, without common metric (sales, maybe 
nutritional value), this question is not logical.
27
Can you apportion costs to specific outputs?
4.  What does the cost-per-unit of output tell us about costs 
of production in other settings?
Other setting, farmer produces maize and cocoyam. 
Based on production, inputs, and apportioning logic, 
maybe it costs $3 per kilo of maize here.
Is it more costly (or not ‘cost-effective’) to produce maize 
in this setting as compared to previous setting?  Can’t 
answer (depends on other crops)
Are the farmers producing cocoyam less efficient maize 
farmers than those producing with cassava instead?  
Can’t answer (depends on other crops)
28
Can you apportion costs to specific outputs?
5.  What does the cost-per-unit of output tell us about how 
much it would cost to ‘scale up’ maize production in 
same region or another region?
From examples, range of $1.80-$3.00 per kilo of maize 
(with other costs of cassava and cocoyam as well).
If a goal was set to produce 1,000,000 tons of maize, 
500,000 tons of cassava, and 300,000 tons of cocoyam 
how much might it cost?
To answer this question, it is reasonable to use a range of 
site specific cost estimates if they are available. 
29
Conclusions
• Costing of specific projects provides useful information
• Output/outcomes/impacts of projects need to be defined and 
identified (the equivalent of maize, cassava, and cocoyam)
• Cost/outcomes analysis (report costs, report multiple outputs 
makes sense)
• Cost-effectiveness analysis problematic (either because of 
apportioning costs, or inability to aggregate multiple outputs 
into one metric)
• However, with consistent apportioning rules, the results of 
project specific costing analyses can inform aggregate budget 
projection exercises.
30
Next on Agenda
• Examples of 3 applied costing analyses.
• Consider nature of project (multiple inputs, 
multiple outputs, non-allocable inputs).
• What outputs are OVC projects producing 
(maize and cassava equivalents)?
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